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ANNEX 3
(to Part 1)

TAS Group Cost Elements for Inward IDD Services
-------- ------

A. DIRECT RELATIONS

I Direct Costs

Facility, Investment & Operating Costs

1. International Exchange Cost
- International Telecommunication Maintenance and Operation Centre
- Telephone Exchange
- Associated Transmission & Signalling Equipment

2. Earth Station

3. Cable Station

4. Submarinefferrestrial Cable System

S. National Links Between Earth Stations and Cable Landing Station and
International Exclumges and Between International Exchanges

6. International Terrestrial Radio Links

Note: Investment means depreciation or replacement expenses. Operating means
operation and nurintenance costs associated with these facilities and should
include costs incurred during the year on regular and normal repairs;
consumable materials, electricity and other utility charges; rentals; labour costs
of staffproviding operation, repair and maintenance.

Rental and Lease Cost

1. Space Segment

2. Facilities Where Applicable (for example leasing an exchange)

3. Administration Lease

Nation8I Extension Cost

A. Combined IntemationallNational ROA investment and operating cost

1. National exchanges
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2. NationaltI1ansmission facilities

3. Local loop, ifapplicable and identified under a bilateral or multilateral agreement

or

B. Separate"International and NationafROA

Payment by International ROA to the National ROA on the basis of:

1. Per Minute

2. Annual Lump Sum

3. Revenue/cost Sharing
(e;g percentage ofInt.etnational collections), or

4. COmbination ofany above three

Cost ofFunds Invested

1. Interest and Charges on Botfuwed Ftmds

2. Reasonable Return on dwn ihvestment

n IndirectCosts

A. General: Administration (non-facility)

1. Human resourees and hUmait,resources development

2. BUilding and its supportseniices (dCpreclation)

. 3. Office Eq~pment (depteciatiOn)

4. Tfansport and travel

5. Management system (e.g accoWlting system)

B. Appropriate TaXes or Equivalent

ill Other R-elatedCosts

Other casts mayqwilify foririclusi6n by bilateral agreement,
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e.g - Temporary Alternative Routing (Overflow Transit) (1)

- Direct ad Indirect R&D Costs

Note (1): Inclusion oftransit costs are applicable only for incoming terminating
overflow traffic where Recommendation D.155 divisioning of accounting
rates is observed.

Be INDIRECTRELATIONS

L IDD DiredReltrtion Cost on the Routefrom the last Switched rrll1lSit
~l4er

11. Swiicked TrtlIlSit Cost
Halfthe switched transit provider- :s (or providers Jpublishedtransit charge
(or charges)

Note: 1ftherelJte.miN~ thanone-transitprovider, ie adoub/etrtmsi! roUte, then the
switched transit'cost is halfthe sum ofthe Transitproviders 'published transit
charges.
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Apportionment Metbodology for an Incoming IDD Telepbone Traffic Cost Model

The apportionment methodology below assumes each ROA has determined the total
cost ofeach element defined in a preceding section "TAS Group Cost'Elements For

IDI1SerVice", for a given. year.

Section A..; Total Cost (AIIServices) Apportionment totbe Telephone Sen-ice

Allocation ofa portion oftotal costs for each element, as discussed above, must be
made to the Telephone service only. The following apportionment methodology is
adopted by the TAS Group.

Each ROA Illay use reasonable apportionment methodology, ifany, other than the
apportionment methodology below.

A. DIRECTRELATIONS

I DiJ'ett Costs

Facility, Investment& Operating Costs

1. International Exchange Cost

- International 'Telecommunication Maintenance and Operation Centre

Total' ITM&OC costs should be apportioned to the telephone service according
to reasonable methodology such as the ratio ofbearer capacity by which the
establishment of international circuits for the telephone is reasonably made
distinct.

Total:ITM&OC Costs Apportioned to Telephone =

Telephone ITM&OC Bearer capacity

All Services Total ITM&OC Bearer
Capacity

• Total I1M&OC
Cost

Note: This methOd is named the Bearer Capacity Basis

- Telephone Exchange

- Associated Transmission & Signalling Equipment

The above two international exchange costs are apportioned in total to the
telephone service in principle.
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2. Earth Station

Total Earth Station Costs Apportioned to Telephone =

Telephone Satellite Bearer Capacity

All Services Total Satellite Bearer
Capacity

3. Cable Station

• Total Earth Station
Cost

Firstly. cable station costs are allocatedtci a particular cable systems based on
their design use E.g a cable station supporting two cable systems: Cable A =
5,000 bearer circuits and Cable B=2~OOO bearer circuits

cable A
Allocation

= A.design·. capacity

(A+B).design capacity

• Total Cable·Station
Cost

=

Cable B Allocation =

j.OOQ
7.000

2JlOO
7,000

• Total Cable StatiOIi Cost

• Total Cable Station Cost

Secondly, each portion ofthe cable station cost (A+B) is then allocated to the
telephone service based on cable system usage:

Portion A ofTotal Cable Station Costs Apportioned to Telephone =

Telephone Cable A Bearer
Capacity

All Services Cable ABeaier·
Capacity

• Portion A Cable Station
Cost

Portion B ofTotal Cable Station Costs Apportioned to Telephone =

Telephone Cable B Bearer Capacity •

All Services Cable BBearer
Capacity

Portion B Cable Station
Cost
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4. Submarine/lerr,estrial Cable System

Total Stibmarine/ferrestrial Costs apportioned to Telephone =

Telephone-SubmarineITerrestrial Bearer
Capacity

All sel'"viceS SubmarinelTerrestrial Bearer
Capacity

• Total Cable Submarine

fTerrestrial Bearer
Capacity

5. Natiol'llll Links Between Earth Stations and Cable Landing Station and
International Exchanges and BetWeen International Exchanges

Apportioned to telephone on the above mentioned bearer capacity basis.

6. International Terrestrial Radio Links

Apportioned to telephone on the above mentioned bearer capacity basis.

Rcntaland Lease Cost

1. Space SegtrUnt

Spaeestgmentrental~'shouldlJeable-to Qcidehtified{)na~CC'basis
and therefore can De easily appo¢oned to tele#9ne..Wherea satellite bearer is
~~?~ces-~ appo#iOnment to'telq>honc canJ)~.aChieved-on a
sub-bearer capacity basis.

2. Facilities Where Applicable

The lease cost offaeilities (eg telephone exchangelcan be apportioned to
telephone using the methodology outlined in "Facility Inves1:ment and
Operating Costs" above.

3. Administration Lease

Apportionment to telephone on the same basis as "Space Segnlent"8bove.

National Extension Cost

Whether A or B (>CCmlbinedinternational/national or separate
international/national ROAs) is applicable; it Should be pOssible to identify and
apportion costs for the national network which relate to the extension ofthe
international telephone service only.
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Cost of Funds Invested

1. Interest and Charges on Borrowed Funds

Cost ofinterest and charges on borrowed funds for investment made in the
international telephone network.

2. Reasonable ReUlm on Own Investment

A reasonable return on own investment based onttle net fixed assets employed
in the international telephone serVice (a remm for that portion ofassets assigned
to the international telephone service from the national exrensionshould alsobe
included).

n Indirect Costs

A. General AdmiiUstration (non-jacility)

B. Appropriate Taxes orEquivalent

A reasonably accurate apportiomnent methodology to allocate indirectcosts, to
the telephone service is Activity Based Costing (ABC). This methodology
involves the surveying of staff to detennine what proportion of their time (and
therefore associated costs such as building. support services., transport. travel.
office equipment etc) is spent on the telephone service versus other services.
This proportion can then be used to allocate total indirect costs to the telephone
service.

Apportionment of indirect cOSts to the telephone service based on the number of
workforce directed to the telephone service to the total number of workforce
would be an alternative method.

However, in the absence of other more·accurate methodologies; apportionment
of indirect costs to the telephone service based on the proportion of telephone
direct cost to total direct cost would be appropriate.

ill Other Relattd Costs

Other costs may qualify for inclusion by bilateral agreemeiu. e.g

T¢mwx;a.Q1 NtematiYcRQutior {Qverflow}
The fQUoWingapportioIi1'iierit methodology provides 'a per minute wOrld average
cost of incoming,transit where 0.155 divisioning is observed.

WorId incoming tenninal traffic received via Overflow routes * 112 Average
Transit Fee

World incoming total telephonetraftU:
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DirecJ and Indirect R&D Costs

Methodologies outlined in 1orII :would'provide a guideline depending on
whether the coSt was direCt or indirect for these costs..

Where- the PRIMARY ro1tl,te between two ROA. 's requires a switched transit provider (or
providers) to onpass traffic between the origin and destination, thenfrom the
perSJX!ctive ofthe desti1Ultion, the eostto terminate IDDtraffic received on an indirect
route can be broken intO':!WO elements:

1 IDDIJinct ReliziionCost 01'1 the Routefrom the Uzst Switched Transit
Pr'flvilier

This costis caleu1ated with reference tO'Section A ofthis paper:

o SwitdW/ TrallSiiCom

Under Reeonunendation D.155 accounting rate apportionment on a Switched
transitrelation; the originatid destina!iqn share the switchedtrciiJsirprovider's
chQrgeeq1JaI/y. therefore the destination's cost should include halfthe
switched transit provider's charge. •

• lfmU1tip/e Jr,aiJsit~ierS"fJrirUsed,ihen the desti1uman's cost is halfthe
sum ofthe Transitproviders'published charges.

The additWn ofelements 1) OI'IIi1l)proVides'ihe ejJeetivecost to thedeStt1iation of
termiMting such inwardJDD troffic on fZ11. indirtcr 1'0ut~.·As Q result, theimvard cosls
associated with a given origin will atffer dtpending on the route's cost with, and
charges levied by, differe1it switched trani-it providers.
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SEcnON B Methodology To Determine The World Avenge Cost Per Minute
Terminate Incoming InD Telephone Traffic

The following section provides a methodology to calculate incoming costs on a per
minute basis adopted by the TAS Group.

With reference to the list ofcost elements.used in terminating IDD telephone traffic, as
previously noted, other non-telephone serVices (private leases, telex, packet switching
etc) also utilise some ofthese elements. Using the above methodology, each ROA is
able to determine the cost of each of these elements, a total cost of the IDD elements
used in providing the total telephone service will be provided for the year (note that
some costs may already be expressed as a per minute figure. eg incoming transit and
national extension, and therefore need to be excluded until later in the exercise).

It is important to recognise that these!DD elements are also used to provide all other
telephone services, for example person toperso~ station to statio~ collect, toll free.
Country Direct etc. Furthermore outgoing and incoming traffic ofall these telephone
services utilise these elements equally.

Therefore, the total cost ofIDD elements should be divided by the ROA's total annual
world bothway (incoming, outgoing and transiting) total telephone traffic. This per
minute figure (added to per minute costs eg incoming transit and national extension)
represents the ROA's world average per minute cost to tenninate incoming IDD traffic.

ROA's World Average Per Minute Cost to TCrm.inate Incoming IDDTraftic =

Total Costs Apportioned to IDO Elements of the Telephone Service
ROA's World Bothway (Incoming. Outgoing and Transiting) Total

Telephone Traffic

+ Per Minute Costs (eg incoming transit and national extension)

In the case where an ROA is tmable to deiermine costs on a stream basis,· the above
world average cost per minute to terminate incoming IDD telephone traffic can be used
in bilateral negotiation and·adjusted for stream specific characteristics by agreement
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SECTION C Stream Costing

Each ROA where possible may calculate tb~costof eacbelement ona stream basis,
using the apportionment methodology below. However. it is recognised that some cost
elements.are either to difficult or not appropriate to apportion on a stream basis; in this
case the world average cost may be used. The combination ofstream costs and world
average costs as detailed in Section C. Part 2, may be used to determineindividua.l
stream costs.

PART 1 AppomonmentOf Telephone CostS By stream

1'hc; following Section deals with a streamapportionmentmetIlodology adopted by the
TAS Group.

,- .- . .

Depending on tJ1edetailbfinformationp6sscssed by a ROA, it is possible· to detennine
the per minute ecst to terminate incoming traffic from each direct stream i:md each
indirect route. Thiscanbe-acbieved by appOrtionment of the cost elements results
obtained in SectionA on a stream basis where pOssible as detailed below.

A. DIRECTREUT10NS

I DirectCo!ts

Facility. Investment &opemingCosts

- International Telecommunication Maintenance and Operalion Centre

Number ofDerived TeJepborie Circwts On
StreaJn:

• Total ITM&OC
Cost

Total DerivedTelephone Cin:UitsTo The
World

TotallTM&OC costSShoUld:beappartlonedto1he-telephooe service ateording
to reasonable methodology such as the ratio oftbe number ofcirCuits by which
the establiShment ofintemationafcircuits for thc·telephoncis reasonably·made
distinct.

- Telephone £;tchange
- AssoCiatedTransmission & SigMIling Equipment

World·Average Cost may be used.
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2. Earth Station

Earth Station Telephone Costs Apportioned to Stream =

Stream Telephone Satellite Bearer Capacity

Total Telephone Satellite Bearer Capacity to the
World

• Earth Station Telephone
Cost

The bearercapacity basis may be'substituted, when appropriate, by the number
ofcircuits whereupon this method is named the stream number ofcircuits
basis.

3. Cable Station
(Refer Section A for definition ofPortions A & B)

Portion A of the Cable Station Telephone Cost Apportioned to Stream =

Stream Telephone Cable A Bearer
Capacity

• Portion A Cable Station Telephone
Cost

Total Telephone Cable A Bearer
Capacity

Portion B ofthe Cable Station Te1ephone Cost Apportioned to stream =

Stream Telephone Cable B'Bearer
Capacity

Total Telephone Cable B Bearer
Capacity

4. Submarine11'errestrial cahle'system cost

• Portion B Cable Station Telephone
Cost

Total Subma.rinelTerrestrial Telephone Costs apportioned. to Stream =

Stream Telephone Submarinelferrestrlal Bearer
Capacity

Total Telephone S~bmarine/ferrestrial Bearer
Capacity

• Total Cable Submarine

fferrestrial Bearer
Capacity

5. National Links Between Earth-Stations and Cable LandingStation and
International Exchanges and Ben.,een International Erchang~
Apportioned to stream on the above mentioned stream bearer capacity basis.
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6. Interniztional Terrestrial Radio Links

ApPortionedto stream on the abOve mentioned stream bearcfcapacity basis.

1. space Segment

Tel~p}jone'~ segdlent renud'c'ostsshould~ able~ ~:identm~ona
stIe3mbasis~the,rq~can~'e8sily apportionedtoa stream. Wl1ere a
sateIlite~is;Sbated'~astreams the:8.pportio~ til telephone can
be achieved OD'a sub-:bearerca~ basis.

2. Facilities Where Applicable
, .

The telephone' lease cost of faciIi~cscan be apportioned to stream~gthe
m.ethodology otrtlined in "Facility. Investment and Operating Costs" ~ve.

3. Administration'Lease

Apportionmentto astI'ean1- on the'SamC:basis as "Space S~gment" above.

NationalExtemion Cost

World Average east may be uSed.

CpstoIFundsfiivested

1. [merest find Charges on 110"o~d:Funds

2. Reasonable Return on Own Inve'stment

World Average-Cost may be used.

II Indirect Costs

World Average Cost may be used.

m Other Related :Costs

Other costs may qualify for inclUsion by bilateral agreement, e.g
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Temvorary AlternativeRQuting (Overflow Transitl

The following apportionmentniet:hooology provides a per minute world average
cost of incoming transit where 0.155 divisioning is observed.

Stream incoming terminal traffic received via Overflow routes * 1/2 Average

.TtansitFee
Stream incoming total telephone traffic

per minute

Direct an.dlruiitect R&D Costs

Methodologies outlined in I or U would provide a guideline dePending on
whether the cost was direct or indirect.

B. INlJlRECT RELATIONS

Where 1M PRIM.ARY rOllte between twoRDA's requires aiwi(dr.edtriprsitprovider (or
providers) to onjJ(ISS traffic between the origin and desti1JOtion. ihen./romthe
perspective ofthe desrintltion, the cost to tiifminate IDD traffic received on an indirect
route can be broken into two elements:

J IDD lJiHtctRt1ittilJn Cost on tile Route from ike iIlstSwitcli.ed Ti"ilnsit
PtOl1ider

This costls calculated with reference to Part A ofSectioneofthis.paper.

II Switched TlYUlSit Costs

Under Reco1'1'lm8ntfation D.i55 accollntiltg rate apportionmillton a Switched
transit relation, the origin and destination share die switchturtransit provider's
charge eqUtJ1ly;ThereJore the dtstination's cost sholifd includihalj the
sWitched transit provider's charge. *

* If11Ulltiple transit carriers are used, then t1fe destilidtion's'costis half ihe
sum of the Titmsu providers' pUblished charges.

The addition ofelements 1) andll) provides the effective cost to the destination of
terminating such inward IDD traffic on an indirect route. As a result, the inward costs
associated with a given origin will differ depending on the route's cost with, and
charges levied by, different switched transit providers.
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PART 2 MethQdology To Detennine The Stream Cost Per Minute To Terminate
Incoming JDD Telephone Traffic

A. Direct Re1Jltions

1. Those cost elements which can-be apportioned by stream are divided·by the
ROA's amualbothway (incoming, outgoing and transiting) total telephone
traffic ·onthat stream.

2. Those cost elements which are unable to be apportioned by stream (labelled
"Extremely difficult to apportiOit by stream") are divided by the ROAis annual
world bothway (incoming, outgoing and transiting) total telephone traffic.

3. Those elements which are already expressed as a per minute cost (eg incoming
transit and national extenSion).

The per minute results of I, 2'and 3 are added to produce the cost per minute to
tenninate incoming IDD telephone traffic _on that stream. This per minute figure is likely
to be different on each stream and provides a more accurate result than the world
average result discussed in Section B. This is due to the fact that the stream
apportionment method takes account of the different traffic levels, facilities employed
and circuit efficiencies between streams.

ROA's Stream Per Minute Cost To Tenninate Incoming IDO Traffic =

Telephone Costs Apportioned by Stream
ROA's Stream Botliway (filcomihg, Qutgoing and transiting) Total Telephone

Traffic

+

. Telephone Costs Not Apportioned by Stream

+

Per Mingte Costs (eg incoming transit and national extension)

B. Indirect Relations

Where the PRIMARY route between two ROA 's requires a switched transit provider (or
providers) toonpass traffic between the origin and destination, thenfrom the
perspective ofthe destination, the cost to terminate IDD traffic received on an indirect
route can be broken into two elements:
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1 IDD Direct Relation Cost on the Route from the last Switched Transit
Provider

This cost is calculated with reference to Part 2 ofSection C ofthis paper.

n Switched Transit Costs

Under Recommendation D.155 accounting rate apportionment on a Switched
transit relation, the origin and destination share the switched transit provider's
charge equally. Therefore the destination's cost should include half the
switched transit provider's Charge. *

* Ifmultiple transit camers are used. then the destination's cost is half the
sum ofthe Transit provid'ers' published charges.

The addition ofelements I) and II) provides the effective cost to the destination of
terminating such inward IDD traffic on an indirect route. As a resuLt, the inward costs
associated with a given origin will differ depending on the route's cost with, and
charges levied by, different switched transit providers.
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c. Questionn8ire on coSts Cor inwardIDD service in direct and transit
relations and current inpayment rate

1. Diredrelations

DataforTAS
countries

oto 3000 Ion

3001 to 6000km

over 60001cm

2. Transit relations

DataforTAS
countries

Oto3000tJn

3001 to 6000 Jan

over 6000 Jan

Number ofdirect .
relations

Number of transit
relations

Average cost
Qrientatedinpayment

rate requested
(SDR)

AVera#cost
orientated irJ.pa.yment

rate~stedtC

(SDR)

Current iripayment
rate being received

(SDR)

CtirrenriJiPjymenl
rate beini~ived
plus haJf;published .
transitJee (SDR)

Note] - Conversion: 3.061 GF =1 SDR

Averages aresiraightaverages and notweigh~;example:

0-3000km If5 countries with castrates
ofojs, bL39; 0.36,O.32'2lhd
0.41 then average is 0.3666 SDR.

ActuaJ..currenus atl January;1995
Inp~ymentO.47. 0.49.0.48,0,62•.
0.54 then average iSO.52SDR

Note 2 - The distances are those distanceS betWeen capitals ofcountries in Asia and Oceania and as
shown in TSB Collective lenerSffAS. Annex 3.
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Annex 4
(to Part I)

SOURCE: JABATAN TELEKOM MALAYSIA

TITLE : ~GULATING THE MALAYSIAN TELECOMMUNICATIONS INDUSTRY IN A
MULTI-OPERATOR ENVIRONMENT

INTRODUCTION

In 1987, MalaySia resuucted its Telecommunications Organisation and transfened its
operating functioD; mainly services toa private company. Telekom Malaysia Bcrhad,
while Jabatan Telekom Malaysia (JTM}the Govemment body was established to regulate
the industry. Today, the world including ITU. recognises and recomme.nds that the two
fimctionssbould be separated as a fiIst step to promote greater efficiency. in the
telecommUnication~.

mSTORICAL OvERYJEW OF PRlVADsATION

In 1985 and 1986. the planners were preoccupied with the viability of the then to be
privatized entity. Scant attention was paid to the regulalory body. This will continue to
haunt JTM for the number of staff can be addressed, but solving the quality or expertise
equation will be difficult.. JTM have to face challenge of a growing shanage of key
slcilled people. Another shortcmning is the underlining assumption that all regulatory
bodies carty out more or less the same functions. that is economic and technical
regulations. For example, the assumption that if OF'rEL has 100 staff, the Malaysian
regulal.ory body should have not more than 100 staff; without realising that frequency
management is the function of the Radio, Agency (RA) and TeclmicalComplianceis the
function of'British Approval Board of t~ecommunications(BABT). The planners did
not realise that JTM is a ODe-StOpshoPPing .centre for all matters relating to
Telecommunications. And we believe this is the right direction for regulatory bodies in
the developing colmtries. This concept facilitates efficiency in licensing, planning and
coordination of the Tequirements of the licensees and the needs of the users.

TeJekom Malaysia Berhad (TMB) was registered as a 100% Malaysian Govcmme.nt­
owned company to take over the function of operating and managing the
telecotnmunication services and inftastructure in Malaysia. TMBexercises its aetivities
and responsibilities under the terms of a licence issUed by the Minister. The tenns and
conditions of the licence are judicious mix of rights granted and obligations imposed 011

TMB. It stipulates some of the activities which the Company is expected to undertake.



- JO' -
GR IAS-R 4-E

The nat step in the priv~ionprocess was thG diSbursement of equity and
approxima1ely 25% was sold and listed on the Malaysia Stock Exchange on Novcmba
1990.
Over the past few years. Malaysia has embarked on introducing more players in the
markeJ place. The Government is promoting competition in order to establish a more
dynaxnic and efficient telecommunication infrastrud:ure and has opened up even tb~ basic
setVices including t& 10ca:4 long distance aJ;ld international seetOIS to competition. The
evolution of competition and;Iegulation is at a cmcial stage. On the one hand. we have
established policy:initiativeiWhichis now starting to have a real effect in the market place.
We are now on the thresfIold of suiIlg some form of competition even in the basic
services. On the other~ we have to design the necessary regulatOIy roles for a multi
player environment. There Will be rarionaUS,at;onresulting in many strategic alliances to
meet the needs of the consumer-driven information age. fully aware that no single
company can alone be a successful player.

The new multi-player environment createsncw ~nsibi1ities for JTM. in dealing with
the inevitable tensionS~ the rights aDd obl1gatjo~ ofconsumexs and ~ers. of
service providers and eatri.ets, and of one network provider against anotha. As a;reSult,
the information reqUirement·for strategic, duisiim-making. pricing. investment, and
regulatory support is and exploding and controversial subject. Costing questions are often
at the centre of the controversr.

ITM's position is'ofparamount importahce$nidsf acceleratmg changem the new multi­
player environnlem. . In the past twelve mOnths. we have been at the centre of change,
with the difficult task at arbittating or balancing competing interests. In the next twelve
months. the tensions will moUDt as the stakCs get higher· and as services came on· stream
from tbe competing network operatolS. The prescriptions· for Malaysia. may not be
suitabl~ for another environxncnt but the '1eSsons from experience"· should help us avoid
ceroUn legaL economic and teclmical minefields.

CQMPEDDON POLICY

DEREGtJLATION

Uberalisation and pri~atis8tionraise of· the· managememof change. Each. natioti has.a
diffcrellt Set of values. circUmstances azid prioritieS that dictate the n.atDie of thec:hanges
and the rate at which they should occur. The changes must be managed and regulated 'in
a timely mannt.r.

During the early years of~ privatized:e~.~uch have happened to demOnsttale that the
expectatiOns and perceptions: of the pri~ entity and there~ differ in many
ways. In ceItain respect, thesediff~ are of a fundamental nature. I would therefore
recODUl1end to any COUntry on the verge af:privatizatian to map out clearly the policies
applicnble in the privatiZed environment: an&the direction for me privatised entity in order
to avoid these differences in expectations. The policies mapped out should include the
future competition policy with a sunset claUse on the monopOlistic enVironm.em.
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REGULATORY MODELS

The w0rld is characterized by a'wide diversity ofregulatory struetur~ ranging from the
traditional state-ron PTTs to a highly compe#tiveenvironment with minimal government
interference. The basic design of a regulatoiy regime is strongly conditioned by counny­
specific features. The choice of theregulatCjry strUcture must be seen within a broader
ftamewo~of the country's political and gOVemmei1tal system. The political system and
institutions shape what regulatory arrangements are viable and their likcly effectiveness.
The regulatory regime also depends on the country's broad politi~ economic. and social
objectives. In pazticnlar. the ammgements required to support telecommunications
development in an open. pro-competitive. Pro-private enteIprise, environment arc' quite
different from those adapted to a protected, monopoliStic or state-owned
telecolIlDi.Unications cnvifunn1eIit.

We in Malaysia. have taken a look at somebf these struetmcs and we believe that each
country has to develop and evolve its own regulatory regime. For example. the OFTEr..
regulaLory model where the DirectorGeneJ;fd reportS to Parliament is not likely to be
acceptable to Malaysia. Each country willtlicrefme have to develop its own regUlatory
model. be it a corporarised monopoly. duopoly or oligopoly.

EVOLuttON Of BEG1JI.6U0NS

The convergence of .the,computer,te~n and television industriesc:wues
complexitY and competition akids, a~ dimension. The ability •to rcgUIa1e an
environment declines as its complexity~esandmclay's ,environment is becoming
increasingly complex. and the job of reguIathr becomes more difficult by the day.

The fundamental problem is· the' conflicting"policy objectives which,all regulators must
face. We required to libeiralize the telecommunications market and at the sameiline ensnre
the successful prlvarization of the PIT. The maxk.et powe.rofthe privatized·PTI would
contribute to the latter objective but detract from the former.

JTM has to baWice the possible level of~ with the ncedto enSure, that such
competition proceeds in a way that is nOt cOntraIy to the public interest and the
achievement of public policy gO!l1s.

REGULATING THE MtmTI:'PLAXER JtNyxRONMENT

LEGAL REQUtREMfiNT

With multi players it requires proper teehnidal planning and coordination on the part of
the re~ulatory body to integrate the discrete networks into one interconnected hannonious
network.
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In Malaysia, interconnectiqn is mandated by law. The inherent problem of regulation is
to minimize this- gap and the task is made difficult by information problems. We have
anempr.ed "light handedN regulation the past in order to maintain flexibility, but that may
no longer be possible in a multi-player envirCl1lD1.eDt. We may need to review the legal
issues and the powers and functions if the regulatory authority may have to be
considerably enhanced in order to enable the regulatory authority to enforce compliance
to technical and·~onricdeterminations and directions.

Such legal ClDpOwering of the regulatory authority is impe.rative in order to ensuring
haImonisation and orderly development of the telecommunication infrastructure in a multi­
player enviranment.

INTERCONNECTION REGULATIONS

We have WOtked together With all theplayeIS, including the dominant operator· for(nearly
a year. to hammer out a dOcument called the -GcilcraI Framework For Interconnection
And Access". This will be developed into Imerconnection Regulations in order to ensure
that access to all: networks: is open, econoinical and cost-based. The inteTcontiection
framework will promote the development onm efficient infrastructure to support national
goals.

We recognise that in the absence of an iriteiconnedion framework, it can result iD.:­

exclusion or unnecessary delay of competitors fram bdttleneckfacilities or
discrimination- in providing access to-netWork components and ~ces;

price discrimiJ:lation and raising of costs to competitors by charging fully
allO¢ated cost.exeessive leased line charges etc;

imposition of discriminatory technical terms and conditions of
interconnection; and

over-charging_ competitors for access to its network in the name ofunivexsal
service obligations. .

We arc': contidenttb3t all the' necessary rules Will be in place very soon in order to enable
the various players tolatmchtheir new services. .

In a multi-player envirQlUXlellt. we are preocenp~ with the problem of unnecessary
duplication of resources. resulting in excessive over capacities. This is not evidences in
duopoly situation. Hence interconnection charges will be set so as to :-

promote efficient and sustainable competition for the benefit of customers;
and
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encOurage the' use of an existing network when to do so is economically
efficient, rather than encourage·the wasteful duplication of resources.

CONCLUSION

In the new envir~t, the regulatoty role seems to have shifted from promoting the
interests ofthc use1'$. to ·that of an arbiter of.~. ensuring that thefoJ;ces of
competition can work effectively. The i.Ssueis how to D1.anage the use ofteclniology and
encoUrage investment in a way that delivers'benefits to the usetsand the achievement of
public policy goals. Each country will·.have to addr~' this issue and- ,evolve its own
regUlatory stlUCttU'e just as we in Malaysia ar~ attempting to·put ours in place.

Traditionally the division ofllie network into' local access.lbttgQiStance·andasS~ti6n.
that long distance and inteinational are prof~bJe and loCal access unpt'ofitable.
CompetitOIS are therefore moving into long distance and'international for shan teIm gains,
and ultimately they W'i1l have to pay the price.

We in Malaysia certainly believe that the co~petitots should cfevelop their ownsubScribe.r
base, using the new technologies available so that they are not left at the mereyof the
doininant foIm. CeraIinly it Is impossible for the regulator to provide a completely level
playing field. We believe that economies and competitotS ~~u1d1>egjvena.~ .~o

work andregulanonS' Should not be usedtb unhold; cjbsOJute'and iliefficiem t;n.arket
strUctures.
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PART n . ModirlC8tiollS to Recommendation D~500R

ACCOUNTING RATESAPPLICABLE TO TELEPHONE RELATIONS BETWEEN
couNTRIES INASIA AND OCEANIA.

(revisetfin 1996)

When. inftill of their sovereignty. the AdminiStrations of the countries in Asia and Oceania
negotiate among themselves agreements to detennine the accounting rates to be applied in their
telephone relations. it is recommended that they give consideration to the provisions detailed below.

1. Determination of accoUDtillg rates applicable ill telephone relations between countries
in Asiaud'Oceania

1.1 In traffic relations where analytical cost data is available. such data should form the basis for
bilateral negotiations as provided·for in the ITURegulations and ITU-T Recommendation D.l40.
However. where such data cannot be made available. the following distance based maximum
accounting rates- are recommended1 :

I

2

3

Oto30QO:km

. 3001 to-6000 kIn

over6000km

Maxiriullniaceoui'd.ing"rate
" ".pe~ DijDU~ .

O~82

O.9t!

1.02

1.2 NotWithstanding the maximum accounting rate levels shown above. Administrations"should
endeavor to achieve cost-orientated:accountiDg rates.

1.3. The distancesinditined intbe above 'scale are those between the appropriate interiJitional
exchanges in the originating and destination countries.

1.4 It:is;aIso recommended thateachco~shgilld nQllIlallycoIlSt1tnte~:a.:single-areaf()r the
purpose of fixing accounting late& However, in relations between adjacent countries. a country may
be divided into several areas. In this case. the number of such areas for international traffic should be
reduced to a minimum.

1.5 It is recognized thatin some cases. such as transit switched services. Adrriinistrations may
apply rates which reflect additional costs.

IThe accounting rates given in ~~Recommendationare expressed in the monetary unit of the
International Monetary Flirid (IMF). the Special Drawing Right (SDR).

In accordance with the International Telecommunication Regulations. the gold franc is equivalent to

IJJ.061 ,SDR.


